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The New England Timber Grower 
and His Banker 





New Englanders must apply better methods 
of management to their forests in order that 
the future supply of forest products may con- 
tinue to meet growing needs. Bankers can aid 
in the advance of the forestry program by 
participating in educational activities and by 
extending credit to commercial timber growers. 

The 1953 amendment of the Federal Reserve 
Act authorized national banks to accept stand- 
ing timber as collateral security for loans under 
prescribed conditions. They, and other lending 
institutions, have. an opportunity to expand 
their services with benefit to their communi- 
ties and to themselves. 











New ENGLANDERS’ use of their forest resource is gradu- 
ally shifting from the exploitive phase into an era of 
forest husbandry, but the evolution still has far to go. 
At present the timberlands are becoming more and 
more a community of small trees of species and quali- 
ties generally inferior to those they originally contained. 

New England still possesses a large forest resource 
of substantial economic value. Forests occupy more 
than three-quarters of the land area in the region. 
Soil, climate and topography are conducive to rapid 
tree growth and ample forest regeneration. In an aver- 
age year, the processing of raw materials from the forests 
provides employment for about 140,000, nearly 10 per 
cent of the entire manufacturing labor force in the region. 

Economic as well as natural forces favor the manage- 
ment of New England’s forests under modern silvicul- 
tural principles to increase and improve their output. 
New England lies within short shipping distance of the 
nation’s largest markets for timber products. The re- 
gion’s timberlands are readily accessible. Prospects are 
good that prices of forest products will hold at satis- 
1 Adapted rome a thesis submitted by Ansgar R. Berge, Assistant Vice-President, 
Federal Reserve Bank of Boston, in partial fulfillment of the requirements of the 


Graduate School of Banking conducted by the American Bankers Association 
at Rutgers University, June, 1954. 
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factory levels over the long term. Public and private 
attitudes are largely favorable to good forestry in New 
{ngland. As the nation becomes increasingly dependent 
upon forest management for its supply of timber, New 
England’s competitive position may well improve. 

Forestry in New England is essentially private enter- 
prise. Public agencies control only five per cent of the 
more than 30 million acres of forest land in the region. 
Forestry enterprise is both big business and small busi- 
ness. Nearly 244,000 owners hold three-fifths of the 
private commercial forest area. The average size of 
their holdings is 72 acres. Two hundred and thirty-five 
owners hold the remaining nearly 12 million acres. This 
diffusion of ownership is one of the major features of 
the region’s forest problem. Will these owners, particu- 
larly the holders of the small properties, take the 
initiative necessary to insure that the application of 
principles of good forest management will be sufficiently 
widespread? What can other groups, public and private, 
do to stimulate these owners’ active interest in good 
forest management by convincing them that they 
themselves will benefit? 

Public agencies are assisting by providing economic 
aids and removing obstacles within their jurisdictions. 
Demonstration, education, cooperation, research, tax 
policy, assistance in pest and disease control, and man- 
agement advice are elements of the public program. 
Public fire protection is provided to all of New Eng- 
land’s forest area. 

Despite this public aid, private enterprise has the 
chief responsibility for achieving the goal of a high 
state of productivity of New England’s forests. If pri- 
vate enterprise is to retain and strengthen its dominance 
in forest policy, it must vigorously discharge its responsi- 
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bilities to the community at large, both present and 
future, by appropriate activities, a major one of which 
is the expansion of sound forest management. 

Here is where the bankers come in. Economic benefits 
to the community at large are benefits to the business 
of banking. New England commercial banks can ma- 
terially facilitate the transition of the forestry of the 
region from the exploitive stage to the timber-growing 
stage by participating in forestry educational activities 
and by extending credit on a sound basis to aid in the 
financing of timber tree growing as a business activity. 
Although statutory authority for state banks in New 
England to extend such forest credit has existed for 
some time, it was not until Section 24 of the Federal 
Reserve Act was amended in 1953 that national banks 
were so authorized. This study seeks to appraise the 
factors governing the extension of credit to New Eng- 
land timber growers to determine the potential benefits 
of such credit to the region’s forestry program. It also 
considers the criteria for judging timber credit so that 
it can be held to compliance with the essential standards 
of sound banking practice. 

The use of credit to assist in the cutting and process- 
ing of timber into commercial products, similar to 
short-term production credits extended to other indus- 
trial activities, is already common. This type of credit 
falls beyond the scope of the present study. The type 
of credit considered here deals with the production of 
the raw material of the timber industry, that is, the 
process of growing trees as a commercial enterprise in 
compliance with the principles of sound forest manage- 
ment. This form of credit includes not only direct 
extensions of credit by various types of lenders but also 
the refinancing of outstanding debt. 


What Forest Credit Can Do 

The purpose of forest credit is to enable a community 
to use its capital to develop its own natural resources 
with foresight and in its own interest. This function is 
fundamentally the same as that of any credit which 
renders assistance to economic activity. It differs only 
in details. Credit can assist in the creation of new forest 
capital and increased output of more useful products of 
the forest. It can do this by financing the growing of 
trees as a crop. 

There is no intention of implying that the extension 
of credit can be of help in a program which consists 
solely of reforestation — the growing of trees from seed- 
ling size to timber size. The deferment of income from 
such projects for 60 to 70 years or longer and the low 
security value of immature trees are obvious deterrents. 
Christmas tree growing is a possible exception. 

Opportunities for the extension of forest credit will 
in general, within the foreseeable future, be confined to 
cases where collateral security in the form of marketable 
timber already exists. Even with such a limitation, 
credit can be an effective device to improve the forest 
resources of New England. It can confer on forest lands 
some of the liquidity that other types of assets possess. 

Credit can be a useful tool in the acquisition of timber 
tracts and forest land for management under sound 
forestry principles. It can also help in the financing of 
additions to existing tracts and consolidation of owner- 
ships into units of economically-operable size. Credit 
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can provide financial support to forestry projects organ- 
ized under cooperative agreements among owners of 
small tracts by which operable units are assembled 
without loss of ownership. Such joint management 
makes it possible to employ a competent supervisor. 

Owners of larger properties may utilize the proceeds 
of loans to pay for technical supervision of their tracts 
and to meet expenses incident to cultural practices such 
as the weeding, thinning, and improvement cutting of 
immature stands. Many large owners may well find it 
desirable to use their credit for the financing of per- 
manent improvements such as access roads, firebreaks, 
and communication systems. The management of large 
tracts usually involves the adoption of an appropriate 
cutting cycle. Credit might help in the adjustment of 
periodic cutting to the optimum sustained-yield output 
of the tract as a whole. Absence of credit might force a 
harmful departure from the long-range cutting plan. 

One of the most frequent causes of economic loss 
in New England’s forests is the cutting of marketable . 
but not yet mature stands of timber. These harvestings 
often occur just prior to the period during which the 
most rapid increase in timber volume will occur. The 
liquidation of such stands is uneconomical for both the 
owner and the community. The immature trees bring 
low prices to the owners, and the timber volume that 
would have accrued during the next 10 to 15 years, fre- 
quently sufficient to double or even treble the value, is 
sacrificed forever. These sales of immature timber are 
often the result of an owner’s need or desire for im- 
mediate cash. If he could obtain the cash by borrowing 
rather than by selling, both he and the community 
would gain important economic advantages. Credit can 
also be effective in facilitating a carry-over of mature 
standing timber for market reasons. Swings in the 
demand-supply ratio may be smoothed out if timber is 
withheld from the market. 

There may be circumstances under which forest own- 
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ers, singly or in groups, will need additional funds to 
purchase equipment such as loaders, tractors, chippers, 
and other means of mechanization and more efficient 
operation. Borrowing against the forest tract may pos- 
sibly be advantageous in comparison with use of com- 
mercial credit or ordinary instalment purchase. 

The need for cash to pay estate or inheritance taxes 
occasionally creates pressure to liquidate standing tim- 
ber without regard to the perpetuation of a forest 
property on sound management principles. Forest credit 
may make it possible to schedule cuttings in a manner 
consistent with these principles. Credit may also enable 
a farmer or other owner of a forest property to devote 
his time to the proper management of it rather than 
forcing him to accept outside employment. 

Effective utilization of credit will facilitate the transi- 
tion of the New England forest resource from present 
practices of exploitation to continuous production, a 
transition essential to the economic vitality of the 
region. To what extent is credit, public or private, cur- 
rently available to achieve this goal? Will government 
pre-empt this new field of credit or will private enter- 
prise seize the initiative and discharge its responsibili- 
ties adequately? 


Sources of Forest Credit 


Although the establishment of federally-sponsored 
forest credit has been strongly and persistently advo- 
cated within recent years, the actual extension of such 
credit appears to be of no significance in New England 
at the present time. Some Federal Land Banks have, on 
the other hand, been making long-term credit available 
on the security of standing timber on farm woodlots to 
provide funds needed for agricultural purposes. Unless 
private enterprise adequately fills the needs for forest 
credit, government may some day enter the field of 
forest credit for forestry purposes, as it has entered the 
agricultural credit field. 

Private forest credit today is represented almost en- 
tirely by loans, chiefly in the South, extended by a few 
life insurance companies secured by fairly large tracts 
devoted to the growing of timber under sound forest 
management. Although this venture into forest credit is 
only a few years old, it has already grown to substantial 
size in terms of the total of the amounts loaned. One 
company alone has placed some $10 million since 1950. 
This entry of the insurance companies into the field of 
forest credit is a hopeful sign of recognition by private 
enterprise of its responsibility and opportunity in this 
new area of credit extension. 

The 1953 amendment of Section 24 of the Federal 
Reserve Act, which was sponsored actively by western 
and southern banking and timber industry groups, 
establishes the conditions under which national banks 
may now make mortgage loans secured by first liens 
upon forest tracts “which are properly managed in all 
respects.” The amount of the loan is limited to 40 per 
cent of the appraised value of the economically market- 
able timber offered as security. This ratio must be 
maintained if the value decreases for any reason. The 
maximum term of the loan is two years except that a 
ten-year loan may be made if it is secured by an 
amortized mortgage by the terms of which the principal 
will be repaid at a rate of at least ten per cent per 
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annum with full amortization at the end of the period. 
No national bank shall make forest-tract loans in an 
aggregate sum in excess of 50 per cent of its paid-in 
capital stock plus 50 per cent of its unimpaired surplus. 
The Comptroller’s office has issued a statement in- 
terpreting the meaning of the term “ properly managed 
in all respects.” There must be adequate and respon- 
sible protection against fire. In those cases where haz- 
ards are high and salvage of killed timber is difficult, 
there must be reasonable protection against insects or 
diseases. Cutting must be done in a manner which will 
insure regeneration and continued growth of timber. 
The advance into this unfamiliar field of banking ac- 
tivity must necessarily be gradual and any forest loan 
development program must, at the outset, be formu- 
lated on a relatively modest scale. It will probably be 
advisable to place the responsibility for a bank’s forest 
credit program with one officer, preferably perhaps, the 
agricultural credit officer. This officer’s study of an ap- 
plication for a loan will, of course, include consideration 
of the applicant’s character, his credit standing, the 
condition of the title to the property offered as collateral 
and other already routine matters relating to loans. The 
extension of forest credit will, however, involve special 
considerations requiring the special attention of the bank. 
Appropriately worded covenants should be included 
in the mortgage by which the borrower agrees to man- 
age the forest tract in accordance with the statute and 
with a written plan approved by the bank. There must 
be assurance that organized forest fire protection is pro- 
vided and agreement that any cutting of timber during 
the loan period will insure regeneration and continued 
timber growth and will be done in compliance with the 
management plan and with the advice of a person 
qualified in marking for cutting. The management plan 
must include information on the location and area of 
the tract, terrain, timber volume, logging conditions, 
roads and accessibility, estimated annual growth, the 
recommended current cutting cycle, and the stand im- 
provement program. Submission of a map showing the 
forest cover and cutting compartments will be desirable. 
There must be assurance that insect and disease haz- 
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ards are not excessive and that salvage of loss from 
these causes is practicable. 

There must also be agreement that “the outstanding 
loan balance will at no time exceed the agreed percent- 
age of the original appraised value of the economically 
marketable timber then remaining” as the statute re- 
quires. Direct payment to the bank by the purchasers 
of the timber may be desirable in some cases. 

The availability of forest fire insurance on a reason- 
able basis would no doubt encourage the acceptance 
of growing timber as collateral. Until it is possible to 
supplement the collateral value of timber by use of such 
insurance, the mortgage should include a covenant re- 
quiring the mortgagor to give notice of damage or other 
casualty to the growing timber on the tract, to under- 
take to salvage killed or damaged timber promptly and 
to pay over to the bank the net proceeds of the salvage. 
Mortgage provisions should require appropriate certifi- 
cates and appraisals prepared by a professional forester 
or other qualified person. It may also be helpful to 
require that the borrower obtain the bank’s consent 
prior to the harvesting of timber and that he furnish 
periodic reports on progress. 

In disbursing a loan, a bank should allow a degree 


of flexibility sufficient to meet the special needs of forest 
credit. Although current production will, in many cases, 
provide funds to meet semi-annual interest and princi- 
pal payments, some flexibility of terms to meet the 
special nature of forest growth and production will be 
desirable. The needs of tree growing will at times re- 
quire modification of the traditions of bank credit, 
historically devised for short-term commercial opera- 
tions. By applying initiative and imagination, banks can 
introduce essential modifications without violation of 
sound modern banking principles as they have in the 
field of agricultural credit. 

Potential demand for forest credit in New England 
is not conclusively indicated by the present infrequency 
of loan applications. The newness of forest credit. pre- 
cludes the reasonable likelihood that currently there 
would be many requests of that nature. However, as the 
pressure of demand for forest products increases, New 
England timber growers will become more aware of the 
possibilities of using credit to develop a continuous 
production program. They will turn to their bankers 
for help. Potentially there is a substantial demand for 
forest credit in the region. Supplying such credit can 
become a profitable banking operation. 


NEW ENGLAND BUSINESS POPULATION: 


More Business for Fewer Firms 


AT THE BEGINNING of 1954 there were 270,000 business 
firms in operation in New England, about 2,000 fewer 
than a year earlier, according to recently released esti- 
mates of the United States Department of Commerce.! 
In the past decade, however, the number of operating 
businesses in the region increased almost a third, with 
all states and industry groups sharing in the gain. In 
the years immediately following World War II, the 
number of firms expanded rapidly. While the postwar 
peak in business population was reached in New Eng- 
land in early 1951, the year-to-year changes since 1949 
have amounted to less than one per cent annually and 
have resulted in relative stability in the level of business 
population. Short-term changes in business conditions 
have largely accounted for the minor annual changes in 
number of operating businesses. It appears from this 
data that the substantial increase in the volume of busi- 
ness which has taken place during recent years has been 
accomplished by a smaller number of firms. 

All major industry groups have experienced a sub- 
stantial increase in number of firms since the end of 
the war, but contract construction and wholesale trade 
are the only major industry groups in New England in 
which the number of firms has continued to expand 
throughout the past ten years. By the beginning of 1954 
there were 136 per cent more construction firms operat- 
ing in the region than ten years earlier, while the number 
of firms in wholesale trade had expanded by 55 per cent. 
The postwar peak in number of manufacturing firms 


1The latest state estimates of business population are contained in the Novem- 
ber 1954 issue of the Survey of Current Business. Figures for the years back to 
1944 have been revised on the basis of new benchmark data. 
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was reached in 1949 and regained in 1952 and 1953. 
The number of such firms operating in early 1954, while 
four per cent below the peak level, was 24 per cent larger 
than a decade earlier. Retail businesses reached a post- 
war peak in 1951 in New England and have contracted 
slightly in each year since; in January 1954, however, 
there were 26 per cent more firms in this group than in 
1944. The service industries expanded rapidly after the 
war to reach a peak number in 1948. Since then the 
number of firms in this group declined but at the be- 
ginning of 1954 there were still about 22 per cent more 
firms in operation than at the beginning of 1944. 

The smallest postwar expansion took place in the 
combined grouping of all other industries which in- 
cludes mining and quarrying; finance, insurance and 
real estate; and transportation, communication and 
other public utilities. The number of such firms in- 
creased by only 19 per cent over the decade and the 
level has remained stable since 1950. The industry 
groups which have shown the largest growth in recent 
years are mainly those in which small firms predominate. 

Between 1950 and 1951 the number of firms in all of 
the major industry groups expanded in response to the 
stimulus given the region’s economy by the defense 
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NEW ENGLAND BUSINESS POPULATION 
1944-1954 
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spending undertaken in connection with the Korean 
War. In contract construction, manufacturing and 
wholesale trade, the expansion continued into 1952 and 
1953, but by mid-1953 the region’s manufacturing in- 
dustries were already affected by the slow-down in 
general business activity which was reflected in a decline 
in the number of operating manufacturing concerns as 
well as in employment. This drop in the number of 
manufacturers, together with further slight reductions 
in the number of firms engaged in retail trade and 
services, caused a reduction of slightly under one per 
cent in the region’s total business population by the 
start of 1954. 

Even though the trade groups account for about half 
of all operating businesses in the region, they provide 
only about 19 per cent of nonagricultural jobs. Manu- 
facturing, while accounting for only ten per cent of New 
England’s operating businesses, provides close to 45 
per cent of nonfarm jobs and 33 per cent of all income 
payments. Manufacturing continues to provide the base 
on which the expansion of other industries rests. 

Within New England the postwar expansion in busi- 
ness population progressed at varying rates in the indi- 
vidual states. The increase in number of firms since 1944 
ranged from a low of 22 percent in Massachusetts to 
highs of 48 per cent in Rhode Island and 53 per cent in 
Connecticut. The number of firms increased in all states 
in each year between 1944 and 1949. In Massachusetts 
the number of operating firms has been declining since 
then. A slight reduction in number of businesses in 
Maine between 1949 and 1950 only temporarily halted 
the expansion which continued to 1953. All other states 
either maintained their expanded postwar level or con- 
tinued to add business firms until early 1953. 

Between 1953 and 1954, however, further additions 
to the number of firms in operation were made only in 
Connecticut and Rhode Island. Losses in other states, 
although small, more than offset the expansions in these 
two southern New England states and resulted in a 
decrease of 2,000 firms in the region’s total business 
population. In each state the greatest rate of expansion 
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in operating firms took place between 1945 and 1949. 
Since then, even with the impetus given business by the 
Korean War, the number of firms has been quite stable. 

The difference between new business formations and 
business discontinuances determines the net change in 
business population. In New England the big upsurge 
in new businesses took place in 1946. Since then the 
number of new firms going into business each year has 
totaled between 18 and 21 thousand. Firm closings in 
the past several years have been substantially higher 
than in the earlier postwar years. This was to be ex- 
pected since the mortality rate is higher among young 
firms than among the longer established firms. 

The number of new firms substantially exceeded dis- 
continuances in the early postwar years. However, since 
1949 the relative stability in the total number of firms 
in operation in the region has resulted from the very 
slight difference between the number of new firms and 
the number of firms going out of business in each year. 
In 1949, 1951 and again in 1953, discontinuances ex- 
ceeded new firm formations by slight margins. 

New England has not enjoyed as great a growth in 
number of operated business firms as other regions of 
the country. While the recent rate of growth nationally 
has been smaller than in the immediate postwar years, 
annual gains were registered in all regions except New 
England in each year up to 1953. Between 1953 and 
1954, however, the number of firms declined in all 
regions except the Southeast, the Southwest and the 
Far West. Continued gains in these regions more than 
offset the declines in number of businesses in the rest of 
the country and resulted in raising the total number of 
firms in operation in the nation to a new high of close 
to 4.2 million firms in 1954. 

During the past decade, the gain in New England 
business population amounted to 32.5 per cent com- 
pared to a national gain of 47.4 per cent. In the highly 
industrialized Middle East and Central states, the in- 
crease in firms amounted to 36.4 per cent and 33.4 per 
cent, respectively. In contrast, a gain of 72.4 per cent 
was registered in the Southeast, 76.0 per cent in the 
Far West and 78.6 per cent in the Southwest. 
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THE DEFENSE PROGRAM AND NEW ENGLAND: 


Region’s Share Maintained 


Since the Korean War began in June of 1950 defense 
expenditures have represented a large share of the 
federal government’s budget. In the current fiscal year 
three-fifths of federal cash outlays are expected to be 
for national security and purchases of goods and services 
for such programs, currently accounting for over 11 per 
cent of the total value of output of the nation. Virtually 
every industry has directly or indirectly contributed a 
share of its output to the defense program and has 
shared in the stimulus which these expenditures have 
brought to the economy as a whole. During 1954 re- 
duced federal spending for defense contributed to the 
smaller volume of sales of American industry. Projected 
defense spending schedules call for only slight changes 
in total spending but important changes in types of 
spending as the international political situation requires. 
How does this shifting pattern of defense spending affect 
the New England economy? 

It is presently impossible to estimate reliably the 
quantity of defense funds spent in New England. 
Nevertheless some indication of the volume and trend 
of such expenditures is possible, based on defense con- 
tracts awarded to firms in New England. 

Since the beginning of the Korean War the value of 
all nonsecret defense contracts awarded to firms with 
headquarters in New England was just over eight per 
cent of the $106 billion United States total. During the 
fiscal years 1951 through 1954, it amounted to nearly 
nine billion dollars. Since June 30, 1954, an estimated 
additional $230 million of such contracts was awarded. 

During the past four fiscal years New England’s share 
of national defense contracts has ranged from a high 
of 10.2 per cent in 1951 to a low of 5.9 per cent in 1952. 
The region’s share increased to ten per cent in fiscal 





TECHNICAL FOOTNOTE 


Much defense spending is classified as secret 
and is therefore excluded from U. 8S. Commerce 
and Labor Department reports which were a 
source of part of the information in this survey. 
Data from another source, the reports of the 
Munitions Board, include both secret and 
nonsecret contracts of over $10,000 each, ad- 
justed for cancellation, renegotiation and sup- 
plementation. There are long, sometimes irreg- 
ular, time lapses between fund appropriation, 
contract and expenditure. Funds spent under 
contracts awarded to New England firms may 
be spent outside New England and vice versa. 
If, for example, the home offices of New Eng- 
land manufacturers are outside of New Eng- 
land, contract statistics based on awards to 
prime contractors (Munitions Board) will not 
show what part of the committed funds was 
spent in New England. There is evidence of a 
tendency to underestimate total defense spend- 
ing in New England, and interstate compari- 
sons are made less reliable for these reasons. 
Despite these qualifications, the statistics re- 
veal useful insights into the impact of the 
defense program on New England. 











Page 6 


JANUARY 


1954. The average for the entire four-year period 
was 8.2 per cent. 

Two outstanding features of defense procurement 
were a change in the type of goods procured in the last 
four years and a significant decline in the total volume 
of procurement during the last two years. Defense con- 
tracting reached its Korean-War peak during the fiscal 
year 1952. By the end of fiscal 1954 it had declined 
by 70 per cent. That change reduced the 1954 total of 
new defense contracts to a level $27 billion below the 
1952 total. 

The decline in defense contracting in New England 
was less abrupt than in the nation. From the peak, 
reached in fiscal 1951, the decrease during the ensuing 





Defense Contracts in U. S. and N. E. 
(millions of dollars) 
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three years was about 67 per cent. By 1954 this reduc- 
tion cut the annual flow of new orders to business by 
some $2 billion at an annual rate. In addition, the 
lessened pressure on defense production facilities re- 
duced the volume of subcontracting received by New 
England manufacturers from prime contractors out- 
side the area. 

Within New England the experience of the several 
states has been varied. Between fiscal 1951 and 1954 the 
greatest decline in volume of defense contracts, 88 per 
cent, was suffered by Rhode Island. Massachusetts busi- 
ness experienced a 73 per cent cutback in government 
contracts. In both states the change can be attrib- 
uted largely to the decreased procurement of textile prod- 
ucts. In Connecticut, however, the emphasis was on hard 
goods from the outset and the contraction in defense 
business totaled only 59 per cent. Defense spending in 
the other New England states was more for the con- 
struction and operation of military installations, and 
these expenditures have declined less than those for 
other types of procurement. 

Significant changes in categories of purchased manu- 
factures have also had a varied impact upon the New 
England states. Soon after the Korean invasion the pro- 
curement program evidently reflected in part the im- 
mediate need for larger quantities of uniforms, tents, 
blankets and other textile products. In later years, de- 
fense spending has tended to reflect more largely needs 
for more aircraft, radar and other products of the dura- 
ble-goods industries. Between the fiscal years 1951 and 
1954 the hard-goods share of Defense Department. pro- 
curement and construction outlays rose from 29 to 50 
per cent of the total. 
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An accompanying chart shows that the portion of 
total New England defense contracts allocated to tex- 
tiles and apparel was high in the earlier part of the 
period under study. By the time the textile and apparel 
share of the total had fallen to negligible proportions, 
the larger shares were allocated to the transportation 
equipment and ordnance industries. 

New England is fortunate in being able to produce 
both hard goods and soft goods for military use. Its 
diversity placed the region in a position to continue 
its participation in the defense program as the propor- 
tion of hard-goods procurement tended to increase. 

In the New England states the bulk of defense con- 
tracts was received by firms in Connecticut and Massa- 
chusetts. The success of Connecticut firms in securing 
these contracts appears related to the importance of the 
transportation equipment industry in that state. The 
success of Massachusetts firms doubtless reflects not 
only textile and apparel production but also ordnance 
and a wide variety of other products. 





Engineer Corps Contracts Outstanding in N. E. 
December 31, 1954 


No. of Contract 
Air Base State Contracts Commitments 

($1000 

Dow Maine 9 $ 3,630 

Hanscom Massachusetts 21 14,038 

Loring aine 17 14,451 
tis Massachusetts 8 6,09: 

Portsmouth New Hampshire 18 30,877 
Presque Isle Maine 35 

Westover Massachusetts 13 21,261 

Other Military 17 4,928 

Civil Works 3 173 

Total 109 $95, 808 


Source: U. S. Army, Corps of Engineers. 





The impact of the defense program on the New Eng- 
land economy is much greater than can be measured 
solely by the volume of government procurement con- 
tracts. The construction and operation of service facili- 
ties and the placement of research contracts also play a 
very direct role. New England shipyards, arsenals, air 
bases and laboratories are important United States 
defense installations. Their expansion and operation 
contribute materially to employment and income in 
the region. 

A few examples will illustrate this point. Since the 
outbreak of the Korean War the Springfield Armory and 
Arsenal has spent more than $150 million on both 
special functions and the regularly incurred costs of 
salaries of personnel and building and maintenance. The 
Watertown Arsenal has estimated its New England ex- 
penditure of the past three years at nearly $20 million. 
The Department of the Navy has spent nearly $900 
million since 1949 in New England excluding Connec- 
ticut. The principal categories of expenditure are in- 
dicated in the allocation of funds to the several Bureaus 
into which naval organization is divided. These are, 
with approximate expenditures for the period: Aero- 
nautics, $140 million; Ships, $415 million; Yards and 
Docks, $250 million. 

The value of some 630 contracts awarded to New 
England firms by the Ordnance Corps rose to $67 mil- 
lion during 1954 from $60 million during the previous 
year. Contract activities were principally research and 
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development and “‘lay away”’ proposals, reflecting the 
absence of active warfare. Research contracts numbering 
160 accounted for about $9 million of commitments with 
many of the larger New England colleges, universities 
and other professional research agencies. The“ lay away”’ 
program called for strategic machinery to be maintained 
in readiness to produce guns and ammunition. 

The Hanscom Air Force Base in Bedford, Massachu- 
setts is an illustration of the business generated by a de- 
fense installation. It was converted during 1954 to a 
new Air Force facility. In eight months this base paid 
to civilian and military personnel between $15 and $16 
million, and another $8 million was disbursed for com- 
mercial supplies. In addition, 328 contracts for goods and 
services, including research performed by the Air Force 
Cambridge Research Center, were let. These contracts 
currently involve commitments amounting to over $80 
million on which nearly $56 million has been paid out. 

The United States Army Engineer Corps spent nearly 
$47 million in New England during fiscal 1954 and an 
additional $30 million between July 1 and December 31 
of last year. The civil works proportion of these total 
expenditures was less than seven per cent, leaving the 
military portion some 93 per cent in fiscal 1954. Among 
the military categories, Air Force expenditures were 
over 60 per cent of the total and expenditures for other 
army functions about 30 per cent. Many military con- 
struction contracts have been completed in New Eng- 
land since mid-1950. Yet contracts in force as of Decem- 
ber 31, 1954, numbered 106, involving commitments of 
nearly $96 million. Included in this sum and con- 
stituting the larger items were seven Air Force Bases 
still under construction in New England. 

Since the outbreak of war in Korea New England has 
obtained a fairly constant portion of defense contracts 
in spite of large changes in volume and type of procure- 
ment. That achievement results from the region’s in- 
dustrial diversity, its strategic location as a site for air 
bases, and the availability of men with special com- 
petence to explore new technological frontiers in design 
and production of defense requirements. 





NON-SECRET DEFENSE CONTRACTS 
AWARDED TO NEW ENGLAND FIRMS 


Millions of Dollars Millions of Ooliars 
1000 1000 


Ail Other industries 

ES Electricol Machinery 

BRA Ordnonce 

EE) Transportation Equip 

uae Textiles & Appore!l 800 
| 


600 


-- 400 





1954° 


1951 1953* 


Based on Location of Monufacturer 
SOURCE: US Dept of Lobor 


Location of Prime Contractor 
soumee cus Dept of Commerce. 
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New High in Christmas Sales 


THE 1954 Christmas shopping season established a new 
record in the dollar volume of sales made by New Eng- 
land’s department stores. Heavy buying early in the 
season and at the last minute pushed Christmas sales 
volume three per cent above the 1953 season’s record. 
The increase was also partly due to an additional pre- 
Christmas shopping day in Christmas week this year. 

Admonitions to shop early in order to take advantage 
of wider selections of merchandise and less crowded 
conditions were apparently well-heeded by New Eng- 
landers this year. Sales volume of the reporting stores 
during Thanksgiving week was six per cent greater than 
during the corresponding week of 1953. During the next 
week sales were off two per cent from last year’s level. 
During the following two weeks, sales matched or 
bettered those of corresponding 1953 weeks, in spite of 
several days this year when the weather was unfavorable 
for shopping. The final week of the season, aided by the 
extra pre-Christmas shopping day, saw sales exceed 
year-earlier volume by 12 per cent. This late surge 
boosted total sales for the five-week period to a total 
three per cent larger than for the same period of 1953. 

Among the cities and areas for which weekly depart- 
ment store sales reports are available, the suburban 
Boston area recorded the largest gain over year-earlier 
figures. Sales for this group of stores for the five-week 
period were six per cent larger than they were a year 
ago. It was the only group which equaled or exceeded 
last year’s sales volume in every week of the shopping 
season. Providence and Lowell-Lawrence recorded the 
next largest gains of four per cent. Comparisons in other 
areas ranged from just matching last year’s perform- 
ance to gains of three per cent. 

The year-to-year gain in 1954’s Christmas season 
sales was again less for downtown Boston stores than 
for stores in the surrounding suburban areas. For each 
of the five weeks of the period, the relative sales gains 
were greater for the suburban than for the downtown 
stores. This performance seems to indicate that the 
drawing power of the suburban shopping centers is con- 
tinuing to grow. The fact that the downtown stores also 
achieved a record volume of sales, in the face of the 





COMPARISONS OF CHRISTMAS SEASON SALES 
New England Department Stores 


Corresponding Weeks 1954 vs. 1953 





Per cent change 1953 to 1954 


City or Area Weeks ending in 1954 


Nov. Dec. Dec. Dec. 
27 4 11 18 





Boston Area 
Downtown Boston 
Suburban Boston 
Cambridge : 
Lowell-Lawrence Areas 
Springfield......... 
Providence 


Other Cities 
District. 
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+3 
*Five shopping days in each year; five pre-Christmas shopping days in 1954, 
four pre-Christmas shopping days in 1953. 
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SALES CHANGES BY DEPARTMENTS 


Downtown Boston Stores 
Christmas Season 1954 vs. 1953 


- Per Cent Change 7 


GRAND TOTAL _ +2 


Bosement 


Miscellaneous (toys, sporting goods, 
cameros, luggage, candy, etc.) 


Men's & Boys’ Weor 
Women's & Misses Accessories 


Women's & Misses’ Apporel 


-2 Homefurnishings 

ae | ee Small Wores (notions, drugs, silverware 
& jewelry, books, etc.) 

Piece Goods & Household Textiles 


Height of Bars Represents Per Cent of Total Sales 
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suburban performance, is indicative of the continued 
vitality of downtown Boston’s retail stores. 
Bargain-consciousness continued as an important 
attribute of shoppers’ habits during the Christmas 
shopping season. Basement sales in downtown Boston 
stores recorded a four per cent gain from year-ago levels, 
while the gain for the entire store was only two per cent. 
The relatively better performance of the basement store 
has been evident during the past year. Total store sales 
in the district for the February through November 
period were two per cent ahead of the same period of 
1953, while basement sales showed a gain of 4.5 per cent. 
Among the principal main store divisions of reporting 
Boston stores, the“ miscellaneous” merchandise depart- 
ment recorded the largest year-to-year gain in sales. 
The department’s sales increase of over three per cent 
was achieved in the face of a drop of almost four per 
cent in sales of toys and games. Sales of luggage may 
have been aided by the change in excise taxes which 
took effect in April. The next largest increase was in 
sales of male apparel, also up over three per cent. Better- 
than-year-ago sales of female apparel and accessories 
were aided by sales to the younger generation as de- 
partments selling infants’ and girls’ and teen-age wear 
recorded increases of three to four per cent. Gifts for 
the home did not fare as well as did those of a personal 
nature. Sales of homefurnishings fell two per cent and 
those of piece goods and household textiles nearly four 
per cent from the levels of 1953’s Christmas season. 
The fact that the 1954 Christmas shopping season 
sales gain was greater than that for the 11 months 
through November should provide encouragement for 
district merchants. The consistent bargain-conscious- 
ness displayed by New Englanders throughout 1954, 
however, indicates that the stiff competition for the 
consumer’s dollar will probably continue into 1955. 
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